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OATH OR AFFIRMATION

1, Douglas Listman , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

J.V.B. FINANCIAL GROUP, LLC as
of December 31 ,2018 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

i

Signature

Swom to and subgcribed before me
this 22 day of febrdeny 20 13,

- i ' Commonwealth of Pennsylvania - Motary Sel
Notary Public JONNELL CUDDAHY, Motary Public
: Phitadelphia County

This repost ** contrins (check all applicable JoMsFommission Expires Septesnber 7, 2020
(a) Fecing Page. . Commission Number 1300623
(b) Statement of Financial Condition.
(c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Chief Financial Officer
Title

REIRE

RIREEICRE

NEIE O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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GRANT THORNTON LLP
Two Commerce Square
2001 Market St. Suite 700
Philadelphia, PA 19103

D +12165614200
F +1215561 1066

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Managers
J.V.B. Financial Group, LLC

Opinion on the financial statements

We have audited the accompanying statement of financial condition of J.V.B. Financial
Group, LLC (a Delaware Limited Liability Company) (the “Company’) as of
December 31, 2018, and the related statements of operations, changes in member's
equity, and cash flows for the year then ended, and the related notes (collectively
referred to as the “financial statements”) that are filed pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. In our opinion, the financial statements present fairly,
in all material respects, the financial position of the Company as of December 31, 2018
and the results of its operations and its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

Basis for opinion

These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on the Company's financial statements based on
our audit. We are a public accounting firm registered with the Public Company
Accounting Oversight Board (United States) (“PCAOB”) and are required to be
independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement, whether due
to error or fraud. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. As part of our audit, we
are required to obtain an understanding of internal control over financial reporting, but
not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement
of the financial statements, whether due to error or fraud, and performing procedures
that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements. Our audit
also included evaluating the accounting principles used and significant estimates made
by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

Supplemental information

The information contained in Schedules 1 and 2 has been subjected to audit procedures
performed in conjunction with the audit of the Company’s financial statements. Such
supplemental information is the responsibility of the Company's management. Our audit
procedures included determining whether the supplemental information reconciles to
the financial statements or the underlying accounting and other records, as applicable,
and performing procedures to test the completeness and accuracy of the information

GT.COM

Grant Thomton LLP is the U.S, member firm of Grant Thomton Intemational Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.
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presented in Schedules 1 and 2. In forming our opinion on the supplemental
information, we evaluated whether the supplemental information, including its form and
content, is presented in conformity with Rule 17a-5 under the Securities Exchange Act
of 1934. In our opinion, the supplemental information referred to above is fairly stated,
in all material respects, in relation to the financial statements as a whole.

/.waf Thewd LLFP

We have served as the Company'’s auditor since 2011.

Philadelphia, Pennsylvania
February 27, 2019



J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Statement of Financial Condition
December 31, 2018
(Dollars in thousands)

Assets

Cash and cash equivalents $ 8,233
Receivables from brokers, dealers, and clearing agencies ' < 129,741

Due from Parent T 240 |

Investments in affiliates » ' I 5722
‘Investments - trading ' 301,235

Other investments, at fair value ' : . S : 10,921

Receivables under resale agreements ’ 5,171,053

Other assets 11,157

Total assets . $ 5,638,302
Liabilities and member's equity

Other liabilities | - s 1232

: Payablés to brokers, dealers, and clearing agencies ' , ' 201,598
Securities sold under agreements to repurchase - 5,210,587
Trading securities sold, not yet purchased ’ S 120,122

Total liabilities g 5,539,539
Member's equity , - 98,763
Total member's equity ‘ R N = ' S 98,763
Total liabilities and member's equity $ .. 5,638,302

See accompanying notes to the financial statements.




J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Statement of Operations
For the Year Ended December 31, 2018
(Dollars in thousands)

Revenues :

- Net trading o . L $ ‘ 29,290
Principal transactions and other income 2,784
New issue and advisory - 2,100

Total revenues v . 34,174

Operating expenses

Compensation and benefits 16,571
Business development, occupancy, and equipment , 1,511
Subscriptions, clearing, and execution’ SRR W 7,171
Professional fees and other operating ‘ - 3,031
Depreciation ' ' : 4
Total operating expenses : 28,332
Netincome ' e o $ ‘ 5,842

See accompanying notes to the financial statements.



J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Statement of Changes in Member's Equity
For the Year Ended December 31, 2018
(Dollars in thousands)

Member's-equity.

Balance at January 1,2018 $ : 98,921
Distributions (6,000) .
Net income 5,842
Balance at December 31,2018 ; g 8 98,763

See accompanying notes to the financial statements.




J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Statement of Cash Flows
For the Year Ended December 31, 2018
(Dollars in thousands)

Operating activities

Net Income $ 5,842
[Adjustment to reconcile net income to net cash provided by operating activities: ‘
Accretion of income on other investments, at fair value (1,365)
Depreciation ' ‘ . 48
Realized gain on other investments, at fair value R - (414)
Unrealized gairi on other investments, at fair value ‘ (1,197)
Unrealized loss on investments in affiliates : 28
Changes in operating assets and liabilities: , ‘
Increase in investments-trading, net (98,978)
Increase in trading securities sold, not yet purchased, net : ’ ‘ 928,235
Increase in receivables under resale agreements, net (3,490,170)
Increase in securities sold under agreements to repurchase, net 3,518,308
Change in receivables from / payables to brokers, dealers, and clearing agencies, net 44,815
Change in receivables due from / due to Parent, net : : S : : (860).¢
Increase in other assets (9,001)
Increase in other liabilities 4917
Net cash provided by operating activities ) 208

Investing activities

Sales of other investments, at fair value 27,290
Purchases of other investments, at fair value ; ‘ (26,245)
Investments in affiliates _ ' ‘ o e o (5,750)
Return of principal of other investments, at fair value o 2,377 :
Purchases of furniture, equipment, and leasehold improvements B M
Net cash used in.investing activities ‘ o _ ’ L (2,329)

Financing activities

Distributions to Parent (6,000)
Net cash used in financing activities ‘ , (6,000)
Net decrease.in cash and cash equivalents ; (8,121)

Cash and cash equivalents at the beginning of the year 16,354
Cash and cash equivalents at the end of the year : : : $ . - 8,233

See accompanying notes to the financial statements.



J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Notes to the financial statements
December 31, 2018
(Dollars in Thousands)

1 COMPANY AND FORMATION

J.V.B. Financial Group, LLC (the “Company”) is a wholly-owned limited liability company of J.V.B. Financial Group Hobldings,
LP (the “Parent”).

The Parent is a wholly-owned subsidiary of Cohen and Company, LLC (the “Operating LLC”), which is a majority owned
subsidiary of Cohen & Company Inc. (“COHN”). ‘ .

The Company is a Delaware Limited Liability Company. The Company is a broker-dealer registered with the Securities and
Exchange Commission (SEC) and a member of the Financial Industry Regulatory Authority (FINRA). Additionally, the
Company is a member of the Securities Investor Protection Corporation (SIPC).

The Company’s customers are predominately institutional investors including brokers and dealers, commercial banks, asset
managers, hedge funds and other financial institutions. The Company clears its securities transactions through clearing brokers
on a fully disclosed basis. The Company is considered self-clearing for its matched book repo business. The Company is
exempt from Rule 15¢3-3 of the Securities and Exchange Commission under paragraph k(2)(ii) of that rule.

2. 'BASIS OF PRESENTATION

. The accounting and reporting policies of the Company conform to accounting principles generally accepted in the United States
‘of America (“U.S. GAAP”). :

The Company has evaluated subsequent events through the date and the time the financial statements were available to be
issued.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A . Use of Estimates

- The preparation of financial statements in conformity with U.S. GAAP requires management to make assumptions and estimates
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ:
from those estimates. ' '

B . Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term, highly liquid investments that have original maturities of three months
or less. The Company maintains deposits in excess of federally insured limits and maintains funds in short term investment
accounts that are not covered by federal insurance. However, management believes that the Company is not exposed to
significant credit risk due to the financial position of the depository institutions in which these cash and cash equivalents are
held. To date, the Company has not experienced any losses on cash and cash equivalents.

C. Receivables from and Payables to Brokers, Dealers, and Clearing Agencies

The Company clears all of its securities transactions, other than collateralized securities transactions, with Pershing, LLC
(“Pershing”).

See note 8 for discussion of the Company’s collateralized securities transactions and how they are cleared.
Receivables from brokers, dealers and clearing agencies consist of the following: deposits with the Company’s clearing brokers,

to support the Company’s securities trading activities and cash received by the Company upon execution of short trades that is
restricted from withdrawal by the clearing agent. The receivables are short term in nature.

7



.J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Notes to the financial statements
December 31, 2018
(Dollars in Thousands)

Payables to brokers, dealers and clearing agencies consist of the margin payable with the Company’s clearing broker and net
settlement payable for securities sold and trades made with various counterparties that had not settled as of December 31, 2018. -
These payables are short term-in nature. See note 4. '

D. Financial Instruments

The Company accounts for its investment securities at fair value under various accounting literature including FASB Accounting
Standards Codification (“ASC”) 940-320 which requires investments in securities to be accounted for at fair value initially and
subsequent to acquisition. ASC 940-320 requires unrealized and realized gains to be included as a component of the statement
of operations. When the Company acquires a non-security investment, like whole loans, the Company will generally elect to
account for it under the fair value option (ASC 825). ,

Certain of the Company’s assets and liabilities are required to be measured at fair value. For those assets and liabilities, the
Company determines fair value according to the fair value measurement provisions included in FASB ASC 820, Fair Value
‘Measurements and Disclosures (‘FASB ASC 820”). FASB ASC 820 establishes a single authoritative definition of fair value,
sets out a framework for measuring fair value, establishes a fair value hierarchy based on the quality of inputs used to measure
fair value and requires additional disclosures about fair value measurements. The definition of fair value focuses on the price that
would be received to sell the asset or paid to transfer the liability between market participants at the measurement date (an exit
price). An exit price valuation will include margins for risk even if they are not observable. FASB ASC 820 establishes a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into three broad levels (“level 1,2
and 3”). o

In general, whien the Company acquires a security or other financial asset accounted for at fair value, it will include these as a
component of investments trading or trading securities sold, not yet purchased. However, when the Company acquires an
investment for the purpose of earning a return rather than to support the Company’s trading or matched book repo operations, the
Company classifies that investment as other investments, at fair value. '

The determination of fair value is based on either quoted market prices of an active exchange, independent broker market

quotations, market price quotations from third party pricing services, or, when independent broker quotations or market price

quotations from third party pricing services are unavailable, valuation models prepared by the Company’s management. These

models include estimates and the valuations derived from them could differ materially from amounts realizable in an open
"market exchange. .

Investments-trading

Unrealized and realized gains and losses on securities classified as investments-trading are recorded in net trading in the
statement of operations. See note 5.

Other Investments, at fair value

Unrealized and realized gains and losses on securities classified as other investments, at fair value are recorded as a component
of principal transactions and other income in the statement of operations. See note 5.

Trading Securities Sold, Not Yet Purchased

Trading securities sold, not yet purchased represent obligations of the Company to deliver the specified security at the contracted
price, thereby creating a liability to purchase the security in the market at prevailing prices. The Company is obligated to acquire
the securities sold short at prevailing market prices, which may exceed the amount reflected on the statement of financial
condition. Unrealized and realized gains and losses on trading securities sold, not yet purchased are recorded in net trading in the
statement of operations. See note 5.



J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Notes to the financial statements
December 31, 2018
(Dollars in Thousands)

E. Derivative Financial Instruments

FASB ASC 815, Derivatives and Hedging (“FASB ASC 815”), provides for optional hedge accounting. When a derivative is
deemed to be a hedge and certain documentation and effectiveness testing requirements are met, reporting entities are allowed to
record all or a portion of the change in the fair value of a designated hedge as an adjustment to OCI rather than as a gain or loss
in the statements of operations. To date, the Company has not designated any derivatives as hedges under the provisions )
included in FASB ASC 815.

All of the derivatives that the Company enters into contain master netting arrangements. If certain requirements are met, the
offsetting provisions included in FASB ASC 210, Balance Sheet (“FASB ASC 210”), allow (but do not require) the reporting
entity to net the asset and liability on the statement of financial conditions. It is the Company’s policy to present the asséts and -
liabilities on a net basis if the conditions of FASB ASC 210 are met. However, in general the Company does not enter into
offsetting derivatives with the same counterparties. Therefore, no derivatives are presented on a net basis. ‘

Derivative financial instruments are recorded at fair value. If the derivative was entered into as part of its trading operations, it
will be included as a component of investments-trading or trading securities sold, not yet purchased. If it is entered into as a
hedge for another financial instrument included in other investments, at fair value then the derivative will be included as a
component of other investments, at fair value.

The Company may, from time to time, enter into derivatives to manage its risk exposures (i) arising from fluctuations in foreign
currency rates with respect to the Company’s investments in foreign currency denominated investments; (ii) arising from the
Company’s investments in interest sensitive investments; and (iii) arising from the Company’s facilitation of mortgage-backed
trading. Derivatives entered into by the Company, from time to time, may include (i) foreign currency forward contracts;

(ii) purchase and sale agreements of TBAs and other forward agency MBS contracts; and (iii) other extended settlement trades.

TBAs are forward contracts to purchase or sell mortgage-backed securities whose collateral remain “to be announced” until just
prior to the trade settlement. In addition to TBAs, the Company sometimes enters into forward purchases or sales of agency
mortgage-backed securities where the underlying collateral has been identified. These transactions are referred to as other
forward agency MBS contracts. TBAs and other forward agency MBS contracts are accounted for as derivatives by the
Company under FASB ASC 815. The settlement of these transactions is not expected to have a material effect on the
Company’s financial statements.

In addition to TBAs and other forward agency MBS contracts, the Company may from time to time enter into other securities or
loan trades that do not settle within the normal securities settlement period. In those cases, the purchase or sale of the security or
loan is not recorded until the settlement date. However, from the trade date until the settlement date, the Company’s interest in
the security is accounted for as a derivative as either a forward purchase commitment or forward sale commitment. The
Company will classify the related derivative either within investments —trading or other investments, at fair value depending on
where it intends to classify the investment once the trade settles. : '

Derivatives involve varying degrees of off-balance sheet risk, whereby changes in the level or volatility of interest rates or
market values of the underlying financial instruments may result in changes in the value of a particular financial instrument in
excess of its carrying amount. Depending on the Company’s investment strategy, realized and unrealized gains and losses are
recognized in principal transactions and other income or in net trading in the Company’s statement of operations on a trade date
basis. See note 7. '

F. Variable Interest Entities

FASB ASC 810, Consolidation (“FASB ASC 810”) contains the guidance surrounding the definition of variable interest entities
(“VIEs”), the definition of variable interests, and the consolidation rules surrounding VIEs. In general, VIEs are entities in which -
equity investors lack the characteristics of a controlling financial interest or do not have sufficient equity at risk for the entity to
finance its activities without additional subordinated financial support. The Company has variable interests in VIEs through its
investments in various securitization entities including CLOs and CDOs. :



J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Notes to the financial statéments
December 31, 2018
(Dollars in Thousands)

Once it is determined that the Company holds a variable interest in a VIE, FASB ASC 810 requires that the Company petforma .
qualitative analysis to determine (i) which entity has the power to direct the matters that most significantly impact the VIE’s
financial performance; and (ii) if the Company has the obligation to absorb the losses of the VIE that could potentially be
significant to the VIE or the right to receive the benefits of the VIE that could potentially be significant to the VIE. The entity
that has both of these characteristics is deemed to be the primary beneficiary and required to consolidate the VIE. This
assessment must be done on an ongoing basis. See note 5. :

G . Collateralized Securities Transactions

The Company may enter into transactions involving purchases of securities under agreements to resell (“reverse repurchase
agreements” or “receivables under resale agreements™) or sales of securities under agreements to repurchase (“repurchase
agreements). The resulting interest income and expense are included in net trading in the statement of operations. See note 8 and’
9. o '

In the case of reverse repurchase agreements, the Company generally takes possession of securities as collateral. Likewise, inthe
case of repurchase agreements, the Company is required to provide the counterparty with securities as collateral.

In certain cases a repurchase agreement and a reverse repurchase agreement may be entered into with the same counterparty. If
certain requirements are met, the offsetting provisions included in FASB ASC 210, Balance Sheet (“FASB ASC 2107), allow
(but do not require) the reporting entity to net the asset and liability on the statement of financial condition. It is the Company’s
policy to present the assets and liabilities on a net basis if the conditions of ASC 210 are met. In general, the Company enters -
into a master repurchase agreement (“MRA”) with each counterparty with which it enters into either repurchase agreements or

reverse repurchase agreements. The MRA includes an enforceable netting arrangement. Therefore, if the Company has both an
outstanding reverse repurchase agreement and repurchase agreement with the same counterparty, it will present the balance on a
net basis.

The Company classifies reverse repurchase agreements as a separate line item within the assets section of the Company’s
statement of financial condition. The Company classifies repurchase agreements as a separate line item within the liabilities
section of the Company’s statement of financial condition.

In the case of reverse repurchase agreements, if the counterparty is unable or unwilling to fulfil its obligation to repurchase the
collateral securities at maturity, the Company can sell the collateral securities to repay the obligation. However, the Company is
at risk that it may sell at unfavorable market prices and may sustain significant loss. The Company’s policy to control this risk is
monitoring the market value of securities pledged or used as collateral on a daily basis and requiring additional collateral in the
event the market value of the existing collateral declines.

In the case of repurchase agreements, if the counterparty makes a margin call and the Company is unable or unwilling to meet
the margin call, the counterparty can sell the securities to repay the obligation. The Company is at risk that the counterparty may
sell the securities at unfavorable market prices and the Company may sustain significant losses. The Company controls this risk
by monitoring its liquidity position to ensure it has sufficient cash or liquid securities to meet margin calls.

In general, reverse repurchase agreements and repurchase agreements allow each counterparty to re-pledge or resell the collateral
securities to other counterparties. :

H . Revenue Recognition

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). The Company adopted the
new guidance on January 1, 2018 using the retrospective transition method. The adoption of Topic 606 did not have a material
impact Company’s financial statements.

‘Net trading: Net trading includes: (i) all gains, losses, and income and expense (interest and dividend) from securities classified

as investments-trading and trading securities sold, not yet purchased; (ii) interest income and expense from collateralized
securities transactions; and (iii) commissions and riskless trading profits. Riskless trades are transacted through the Company’s

10



' J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Notes to the financial statements
December 31, 2018
(Dollars in Thousands)

proprietary account with a customer order in hand, resulting in little or no market risk to the Company. Transactions that settle in
the regular way are recognized on a trade date basis. Extended settlement transactions are recognized on a settlement date basis.
The investments classified as trading are carried at fair value. The determination of fair value is based on quoted market prices of
an active exchange, independent broker market quotations, market price quotations from third party pricing services or, when
independent broker quotations or market price quotations from third party pricing services are unavailable, valuation models
prepared by the Company’s management. The models include estimates, and the valuations derived from them could differ -
materially from amounts realizable in an open market exchange. Net trading is reduced by interest expense which is directly
incurred to purchase income generating assets related to trading activities such as margin interest. Such interest expense is '
recorded on an accrual basis. See note 9.

New issue and advisory: New issue and advisory revenue includes: (i) origination fees for financial instruments originated by the
Company; (ii) revenue from advisory services; and (iii) new issue revenue associated with arranging the issuance of and placing
newly created financial instruments. New issue and advisory revenue is recognized when all services have been provided and
payment is earned.

Principal transactions and other income: Principal transactions and other income include all gains, losses, and income (interest
and dividend) from financial instruments classified as other investments, at fair value and from investments in affiliates in the
statement of financial condition.

The investments classified as other investments, at fair value are carried at fair value. The determination of fair value is based on
quoted market prices of an active exchange, independent broker market quotations, market price quotations from third party
pricing services, or, when independent broker quotations or market price quotations from third party pricing services are
unavailable, valuation models prepared by the Company’s management. These models include estimates, and the valuations -
derived from them could differ materially from amounts realizable in an open market exchange.

Other income / (loss) iricludes interest earned on cash and cash equivalents, and other miscellaneous income. See note 9.
I. Leases

The Company is a tenant pursuant to several commercial office leases. All of the Company’s leases are currently treated as
operating leases. The Company records rent expense on a straight-line basis taking into account minimum rent escalations
included in each lease. Any rent expense recorded in excess of amounts currently paid is recorded as deferred rent and included
as a component of other liabilities in the statement of financial condition. ‘

J. Recent Accounting Developments

In February 2016, the FASB issued ASU No. 2016-01, Financial Instruments-Overall (Subtopic 825-10). The amendments in
ASU 2016-01, among other things: require equity investments (except those accounted for under the equity method of
accounting or those that result in consolidation of the investee) to be measured at fair value with changes in fair value recognized
in net income; require public business entities to use the exit price notion when measuring the fair value of financial instruments
for disclosure purposes; require separate presentation of financial assets and liabilities by measurement category and form of
financial asset; and eliminate the requirement for public business entities to disclose the method(s) and significant assumptions
used to estimate the fair value that is required to be disclosed for financial instruments measured at amortized cost. The

" amendments in this ASU are effective for fiscal years beginning after December 15, 2017, including interim periods within those
fiscal years. This ASU did not have an impact on the Company’s financial statements.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). Under the new guidance, (subsequently updated
with ASU 2018-1, ASU 2018-10, ASU 2018-11 and ASU 2018-20) lessees will be required to recognize the following for all
leases with the exception of short-term leases: (i) a lease liability, which is a lessee’s obligation to make lease payments arising
from a lease, measured on a discounted basis and (ii) a right-of-use asset, which is an asset that represents the lessee’s right to
use, or control the use of, a specified asset for the lease term. Lessor accounting is largely unchanged. The ASU is effective -
for entities for fiscal years beginning after December 15, 2018, including interim periods within those fiscal years. With the
adoption of the new guidance, effective January 1,2019 the Company will record a right of use asset of $571 and a lease
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J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
' Notes to the financial statements
December 31, 2018
(Dollars in Thousands)

commitment.liabiiity of $642. The Company has elected the modified retrospective method and will include a cumulative effect -
adjustment of $20 as of the date of adoption. o S

- In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses
on Financial Instruments. The amendments in this ASU require the measurement of all expected credit losses for financial assets
held at the reporting date to be based on historical experience, current conditions, and reasonable and supportable forecasts.
Financial institutions and other organizations will now use forward-looking information to better inform their credit loss
estimates. Many of the loss estimation techniques applied today will still be permitted, although the inputs to those techniques
will change to reflect the full amount of expected credit losses. In addition, the ASU amends the accounting for credit losses on
available-for-sale debt securities and purchased financial assets with credit deterioration. The amendments in this ASU are
effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years. Early adoption
is permitted beginning after December 15, 2018, including interim periods within those fiscal years. The Company is currently "
evaluating the new guidance to determine the impact it may have on its consolidated financial statements. :
In March 2017, the FASB issued ASU 2017-08, Receivables — Nonrefundable Fees and Other Costs, Premium Amortization on
Purchased Callable Debt Securities (Sub-Topic 310-20). The amendments shorten the amortization period for certain callable
debt securities held at a premium. Specifically, the amendments require the premium to be amortized to the earliest call date.
The amendments do not require an accounting change for securities held at a discount; the discount continues to be amortized to
-maturity. This ASU is effective for fiscal years beginning after December 15, 2018. Early adoption is permitted. The Compan
does not expect this new guidance to have a material impact on its financial statements. :

In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework —Changes to the -
Disclosure Requirements for Fair Value Measurement. The ASU modifies the disclosure requirements in Topic 820, by
removing certain disclosure requirements related to the fair value hierarchy, modifying existing disclosure requirements related
to measurement uncertainty and adding new disclosure requirements such as disclosing the changes in unrealized gains and
lossés for the period included in other comprehensive income for recurring level 3 fair value measurements held at the end of the
reporting period and disclosing the range and weighted average of significant unobservable inputs used to develop level 3 fair
value measurements. This ASU is effective for public companies for annual reporting periods and interim periods within those
annual periods beginning after December 15, 2019. Early adoption is permitted. The Company is currently evaluating the new
guidance to determine the impact it may have on its consolidated financial statements.

K. Fair Value of Financial Instruments

The following methods and assumptions were used by the Company in estimating the fair value of its financial instruments.
These determinations were based on available market information and appropriate valuation methodologies. Considerable
judgment is required to interpret market data to develop the estimates and, therefore, these estimates may not necessarily be
indicative of the amount the Company could realize in a current market exchange. The use of different market assumptions
and/or estimation methodologies may have a material effect on the estimated fair value amounts.

Cash equivalents: Cash is carried at cost, which is assumed to approximate fair value. The estimated fair value measurement of
cash and cash equivalents is classified within level 1 of the valuation hierarchy.

Investments in affiliates: This is comprised of notes receivable and redeemable financial instruments. Notes receivable are
carried at principal plus accrued interest. Redeemable financial instruments are carried at redemption value. In both cases,
these amounts approximate fair value and would be classified within level 3 of the valuation hierarchy. ~See Note 11.

Investments-trading: These amounts are carried at fair value. The fair value is based on either quoted market prices of an active
exchange, independent broker market quotations, market price quotations from third party pricing services, or valuation models

‘when quotations are not available. See note 6 for disclosures about the categorization of the fair value measurements of
investments-trading within the valuation hierarchy.

Other investments, at fair value: These amounts are carried at fair value. The fair value is based on quoted market prices ofan
active exchange, independent broker market quotations, or valuation models when quotations are not available. See note 6 for
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disclosures concerning the categorization of the fair value measurements of other investments, at fair value within the valuation
hierarchy.

Receivables under resale agreements: Receivables under resale agreements are carried at their contracted resale price, including
accrued interest, have short-term maturities, and are re-priced frequently or bear market interest rates and, accordingly, these
contracts are at amounts that approximate fair value. The estimated fair value measurements of receivables under resale
agreements are based on observations of actual market activity and are generally classified within level 2 of the valuation
hierarchy. )

"Trading securities sold, not yet purchased: These amounts are carried at fair value. The fair value is based on quoted market
prices of an active exchange, independent market quotations, market price quotations from third party pricing services, or
valuation models when quotations are not available. See note 6 for disclosures concerning the categorization of the fair value
measurements of trading securities sold, not yet purchased within the valuation hierarchy.

Securities sold under agreements to repurchase: The liabilities for securities sold under agreements to repurchase are carried at
their contracted repurchase price, including accrued interest, have short-term maturities, and are repriced frequently with
amounts normally due in one month or less and, accordingly, these contracts are at amounts that approximate fair value. The
estimated fair value measurements of securities sold under agreements to repurchase are based on observations of actual market
activity and are generally classified within level 2 of the valuation hierarchy.

" Derivatives: These amounts are carried at fair value. Derivatives may be included as a component of investments-trading;
trading securities sold, not yet purchased; and other investments, at fair value. See notes 7 and 9. The fair value is generally
based on quoted market prices on an exchange that is deemed to be active for derivative instruments such as foreign currency
forward contracts and Eurodollar futures. For derivative instruments, such as TBAs and other forward agency MBS contracts,
the fair value is generally based on market price quotations from third party pricing services. See note 6 for disclosures
concerning the categorization of the fair value measurements within the valuation hierarchy.
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4., RECEIVABLES FROM AND PAYABLES TO BROKERS, DEALERS, AND CLEARING AGENCIES
Amounts receivable from and payable to brokers, dealers, and clearing agencies consisted of the following as of December 31,

2018:

RECEIVABLES FROM BROKERS, DEALERS AND CLEARING AGENCIES.

(Dollars in Thousands)
_ _December 31, 2018
Deposits with clearing organizations $ 250
Receivable from clearing organizations 129,491
Receivables from brokers, dealers and clearing agencies . $ 129,741

PAYABLES TO BROKERS, DEALERS AND CLEARING AGENCIES

(Dollars in Thousands)
S _ December 31, 2018 ‘
" Unsettled regular way trades, net ‘ $ 5,822
Margin payable _ ‘ 195,776
Payables to brokers, dealers and clearing agencies $ . 201,598

Deposits with clearing organizations represent contractual amounts the Company is required to deposit with its clearing agent,
Pershing.

Securities transactions that settle in the regular way are recorded on a trade date, as if they had settled. The related amounts
receivable and payable for unsettled securities transactions are recorded net in receivables from or payables to brokers, dealers,
and clearing agencies on the Company’s statement of financial condition. ' : '

Receivables from clearing organizations are primarily comprised of (i) cash received by the Company upon execution of short
trades that is restricted from withdrawal by the clearing agent; and (ii) cash deposited with the FICC to support the Company’s
General Collateral Funding (“GCF”) matched book repo business.

Margin payable represents amounts borrowed from Pershing to finance the Company’s trading portfolio. Substantially all of the
. Company’s investments-trading serve as collateral for the margin payable. See notes 5 and 9. ’
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-5 FINANCIAL INSTRUMENTS

Investments-Trading

Investments-trading consisted of the following.

INVESTMENTS - TRADING

(Dollars in Thousands)
) N December 31, 2018
U.S. government agency MBS and CMOs - . $ © 149,651
U.S. government agency debt securities ' 14,915
RMBS 21
U.S. Treasury securities A ' 4,099
ABS 1000
SBA loans ‘ 31,496
Corporate bonds and redeemable preferred stock v ‘ : - 44,507
~ Foreign government bonds ' - 117
Municipal bonds - _ , ; , ' , oo 47,433
Certificates of deposit , 302
Derivatives ’ : ) : ' 8,212
Equity securities 382
Investments-trading -~ $ - 301,235
Trading Securities Sold, Not Yet Purchased
Trading securities sold, not yet purchased consisted of the following.
TRADING SECURITIES SOLD, NOT YET PURCHASED
(Dollars in Thousands)
December 31, 2018
U.S. Treasury securities ' $ I 70,010
U.S. government agency MBS and CMOs .16
Corporate bonds and redeemable preferred stock R R G ' 43,957
Municipal bonds 20
Derivatives ' _ . 6,119
Trading securities sold, not yet purchased $ 120,122

The Company manages its exposure to changes in interest rates for the interest rate sensitive securities it holds by entering into .
offsetting short positions for similar fixed rate securities. See Note 9 for realized and unrealized gains recognized on
investments-trading and trading securities sold, not yet purchased.
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Other investments, at fair.value

Other investments, at fair value consisted of the following.

OTHER INVESTMENTS, AT FAIR VALUE
(Dollars in Thousands)

December 31, 2018

Unrealized
' _ Amortized Cost’ Carrying Value Gain(Loss)
CLOs o | 3,098 2,730 (368) "
Equity Investment - International Money Express 2,717 3,222 505
Equity Investments - SPACs .=« - o , 2,590 2,882 . 292
Equity Investment - SPAC Fund 600 592 (€))
Equity Investment - EuroDekania 840 1,495 655
Other investments, at fair value $ 9,845 $ 10,921 $ 1,076

CLOs

All of these investments represent an interest in the most junior tranche of the CLO. These investments do not have a stated
yield or interest rate. Rather, the cash flows distributed represent the residual interest. The Company estimates the yield to
maturity on these investments by projecting the underlying cash flows. The Company recognizes income based on this yield
(which is adjusted each quarter based on the most current information available). The income is included as a component of
principal transactions and other income in the statement of operations. Any income recognized increases the cost basis of the
investment. Each reporting period, the Company estimates the fair value of these investments and records an adjustment for the |
unrealized gain or loss which is also included in principal transactions and other income in the statement of operations. See
notes 6 and 9. :

Each of the underlying CLOs are VIEs. The Company has determined it is not the primary beneficiary of the CLOsand -~
therefore has not consolidated the CLOs. The Company has no other interest in these CLOs and has no guarantees explicitor
implied. Therefore, the total exposure the Company has to these VIEs is the carrying value of the assets shown above. This
represents the Company’s maximum exposure to loss in non-consolidated VIEs.

 Equity Investments — International Money Express

This represents investments in International Money Express, Inc. (NASDAQ:IMXI). This is comprised of both unrestricted and
restricted common equity shares. Each reporting period, the Company estimates the fair value of these investments and records
an adjustment for the unrealized gain or loss which is also included in principal transactions and other income in the statement of
operations. See discussion of equity securities in note 6. o

Equity Investments - SPACs -
These investments represent investments in publicly traded special purpose acquisition corporations (“SPACs”). Each reporting
.period, the Company estimates the fair value of these investments and records an adjustment for the unrealized gain or loss

which is also included in principal transactions and other income in the statement of operations. See discussion of equity
securities in note 6.
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Equity Investment - SPAC Fund

This represents an equity investment in newly formed partnership created for the purposes of investing in the equity interests of
SPACs. The Company owns a 4% interest in the fund. The SPAC fund has the attributes of an investment company. as
described in FASB ASC 946-15-2. Therefore, the Company will estimate the fair value of its investment using the net asset
value (“NAV”) per share (or its equivalent) as of the reporting date in accordance with the “practical expedient” provisions
related to investments in certain entities that calculate net asset value per share (or its equivalent) included in FASB ASC 820.
Each reporting period, the Company estimates the fair value of these investments and records an adjustment for the unrealized
gain or loss which is also included in principal transactions and other income in the statement of operations. See discussion of
equity securities in note 6. The SPAC fund is a variable interest entity. The Company has no guarantees or other interests inthe -
.SPAC fund. The Company’s maximum loss associated with its investment in the SPAC fund would be the carrying value of its
investment. ' C .

Equity Investment — EuroDekania (Cayman) Ltd (“EuroDekania”)

This represents an equity investment in a Cayman Islands corporation that holds investments in CDOs and CLOs. The
Company owns 32.6% of the equity of EuroDekania. Accordingly, the Company has an equity method investment in
EuroDekania. However, the Company has elected to account for its investment under the fair value option. EuroDekania has

" the attributes of an investment company as described in FASB ASC 946-15-2. Therefore, the Company will estimate the fair
value of its investment using the NAV per share (or its equivalent) as of the reporting date in accordance with the “practical
expedient” provisions related to investments in certain entities that calculate net asset value per share (or its equivalent) included
in FASB ASC 820. Each reporting period, the Company estimates the fair value of these investments and records an adjustment. -
for the unrealized gain or loss which is also included in principal transactions and other income in the statement of operations.
See discussion of equity securities in note 6. Also, see note 18. _— :

6. FAIR VALUE DISCLOSURES

Fair Value Option

The Company has elected to account for certain of its other financial assets at fair value under the fair value option provisions of
FASB ASC 825. The primary reason for electing the fair value option is to reduce the burden of monitoring the differences
between the cost and the fair.value of the Company’s other investments, at fair value, including the assessment as to whether the
declines are temporary in nature and to further remove an element of management judgment. '

The changes in fair value (realized and unrealized gains and losses) of these instruments for which the Company has elected the
fair value option are recorded in principal transactions and other income in the statement of operations. All of the investments for
which the Company has elected the fair value option are included as a component of other investments, at fair value in the
statement of financial condition. See note 5.

Fair Value Measurements

In accordance with FASB ASC 820, the Company has categorized its financial instruments, based on the priority of the inputs to
the valuation technique, into a three level fair value hierarchy. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (level 1 measurements) and the lowest priority to unobservable inputs

(level 3 measurements). The three levels of the hierarchy under FASB ASC 820 are described below:

Level 1 Financial assets and liabilities whose values are based on unadjusted quoted prices in active markets that are accessible
at the measurement date for identical, unrestricted assets or liabilities.

Level 2 Financial assets and liabilities whose values are based on one or more of the following:

1. Quoted prices for similar assets or liabilities in active markets;
. 2. Quoted prices for identical or similar assets or liabilities in non-active markets;
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3. Pricing models whose inputs, other than quoted prices, are observable for substantially the full term of the asset or
liability; or
4. Pricing models whose inputs are derived principally from or corroborated by observable market data through correlation
or other means for substantially the full term of the asset or liability.

Level 3 Financial assets and liabilities whose values are based on prices or valuation techniques that require inputs that are both
significant to the fair value measurement and unobservable. These inputs reflect management’s own assumptions about the
assumptions a market participant would use in pricing the asset or liability. : :

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, the
Company classifies the instrument based on the lowest level input that is significant to the valuation. The Company’s assessment
of the significance of a particular input to the fair value measurement in its entirety requires judgment, and considers factors
specific to the asset or liability.

Both observable and unobservable inputs may be used to determine the fair value of positions that the Company has classified
within the level 3 category. As a result, the unrealized gains and losses for assets and liabilities within the level 3 category
presented in the tables below may include changes in fair value that were attributable to both observable (e.g., changes in market
* interest rates) and unobservable (e.g., changes in unobservable long-dated volatilities) inputs. ‘

A review of the fair value hierarchy classifications is conducted on an annual basis. Changes in the type of inputs may result in a

reclassification for certain financial assets or liabilities. There were no transfers between any levels of the fair value hierarchy
during the year ended December 31, 2018.
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The following table presents information about the Company’s assets and liabilities measured at fair value on a recurring basis as
of December 31, 2018 and indicates the fair value hierarchy of the valuation techniques utilized by the Company to determine -

such fair value.

FAIR VALUE MEASUREMENTS ON A RECURRING BASIS

December 31, 2018
(Dollars in Thousands)
Significant Significant
Quoted Prices in Other Unobservable
Active Markets Inputs Inputs
Assets: . Fair Value (Level 1) ~ (Level 2) (Level 3) .
Investments-trading: ‘ i :
U.S. government agency MBS and CMOs ~~ § 149,651 §$ - 8 149,651 $ -
U.S. government agency debt securities 14,915 : - 14,915 -
RMBS 21 - 21 - -
U.S. Treasury securities 4,099 4,099 - -
ABS 100 - 100 -
SBA loans v 31,496 . - 31,496 -
Corporate bonds-and redeemable preferred stock 44,507 - 44,507 -
Foreign government bonds 117 - 117 -
Municipal bonds ' 47,433 - 47,433 -
- Certificates of deposit 302 - 302 -
Derivatives 8,212 - 8,212 -
. Equity securities 382 = 382 -
Total investments - trading $ 301,235 $ 4,099 $. 297,136 $° -
Other investments, at fair value
CLOs 2,730 - - 2,730
. Equity Investment - International Money 3,222 2,894 328 : -
Equity Investments.- SPACs 2,882 2,882 LR S
: : 3,834 § 5776 $ 328 $ 2,730
SPAC Fund (1) 592
Equity Investment - EuroDekania (1) 1,495
Total other investments, at fair value - $ 10,921
Liabilities’
Trading securities sold, not yet purchased:
U.S. Treasury securities ’ $ 70,010 $ 70,010 $ - 8 -
U.S. government agency MBS and CMOs 16 - 16 -
Corporate bonds and redeemable preferred stock 43,957 - - 43,957 -
Municipal bonds 20 - 20. -
Derivatives 6,119 - 6,119 -
Total trading securities sold, not yet purchased $ 120,122 § 70,010 $ 50,112 $ -

(1) These are investments in investment companies. They are not classified within the fair value hierarchy.
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U.S. Government Agency MBS and CMOs: These are securities that are generally traded over-the-counter, The Company
generally values these securities using third party quotations such as unadjusted broker-dealer quoted prices or market price
quotations from third party pricing services. These valuations are based on a market approach. This is considered a level 2 - -
valuation in the hierarchy. a

U.S. Government Agency Debt Securities: Callable and non-callable U.S. government agency debt securities are measured
primarily based on quoted market prices obtained from third party pricing services. Non-callable U.S. government agency debt
securities are generally classified within level 1 and callable U.S. government agency debt securities are classified within level 2
of the valuation hierarchy. ' '

RMBS: The Company generally values these securities using third party quotations such as unadjusted broker-dealer quoted
prices or market price quotations from third party pricing services. These valuations are based on a market approach. The
Company generally classifies the fair value of these securities based on third party quotations within level 2 of the valuation
hierarchy.

U.S. Treasury Securities: U.S. Treasury securities include U.S. Treasury bonds and notes and the fair values of the U.S. Treasury -
securities are based on quoted prices in active markets. Valuation adjustments are not applied. The Company classifies the fair
value of these securities within level 1 of the valuation hierarchy.

CLOs and ABS: CLOs and ABS are interests in securitizations. ABS may include, but are not limited to, securities backed by
auto loans, credit card receivables, or student loans. Where the Company is able to obtain independent market quotations from at
least two broker-dealers and where a price within the range of at least two broker-dealers is used or market price quotations from
third party pricing services is used, these interests in securitizations will generally be classified as level 2 of the valuation
hierarchy. These valuations are based on a market approach. The independent market quotations from broker-dealers are
generally nonbinding. The Company seeks quotations from broker-dealers that historically have actively traded, monitored,
issued, and been knowledgeable about the interests in securitizations. The Company generally believes that to the extent that it
(1) receives two quotations in a similar range from broker-dealers knowledgeable about these interests in securitizations, and
(2) believes the broker-dealers gather and utilize observable market information such as new issue activity in the primary
market, trading activity in the secondary market, credit spreads versus historical levels, bid-ask spreads, and price consensus
among market participants and sources, then classification as level 2 of the valuation hierarchy is appropriate. In the absence of
two broker-dealer market quotations, a single broker-dealer market quotation may be used without corroboration of the quote in
which case the Company generally classifies the fair value within level 3 of the valuation hierarchy. o

If quotations are unavailable, prices observed by the Company for recently executed market transactions may be used or
valuation models prepared by the Company’s management may be used, which are based on an income approach. These models
prepared by the Company’s management include estimates and the valuations derived from them could differ materially from
amounts realizable in an open market exchange. Each CLO position is evaluated independently taking into consideration
available comparable market levels, underlying collateral performance and pricing, deal structures, and liquidity. Fair values
based on internal valuation models prepared by the Company’s management are generally classified within level 3 of the
valuation hierarchy.

Establishing fair value is inherently subjective (given the volatile and sometimes illiquid markets for certain interests in
securitizations) and requires management to make a number of assumptions, including assumptions about the future of interest ..
rates, discount rates and the timing of cash flows. The assumptions the Company applies are specific to each security. Although a
the Company may rely on internal calculations to compute the fair value of certain interest in securitizations, the Company ‘
requests and considers indications of fair value from third party pricing services to assist in the valuation process. '

SBA Loans: SBA loans include loans and SBA interest only strips. In the case of loans, the Company generally values these
securities using third party quotations such as unadjusted broker-dealer quoted prices, internal valuation models using observable
inputs, or market price quotations from third party pricing services. The Company generally classifies these investments within level
2 of the valuation hierarchy. These valuations are based on a market approach. SBA interest only strips do not trade in an active
market with readily available prices. Accordingly, the Company generally uses valuation models to determine fair value and
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classifies the fair value of the SBA interest only strips within either level 2 or level 3 of the valuation hierarchy depending if the
inputs to the model are observable or not. :

Corporate Bonds and Redeemable Preferred Stock: The Company uses recently executed transactions or third party quotations
from independent pricing services to arrive at the fair value of its investments in corporate bonds, redeemable preferred stock,
and foreign government bonds. These valuations are based on a market approach. The Company generally classifies the fair
value of these bonds within level 2 of the valuation hierarchy. In instances where the fair values of securities are based on quoted
prices in active markets (for example with redeemable preferred stock), the Company classifies the fair value of these securities
within level 1 of the valuation hierarchy.

Foreign Government Bonds: The fair value of foreign government bonds are estimated using valuations provided by third party
_pricing services. Foreign government bonds are generally classified within level 2 of the valuation hierarchy

Certificates of Deposit: The fair value of certificates of deposit are estimated using valuations provided by third party pricing
services and are generally classified within level 2 of the valuation hierarchy :

Municipal Bonds: Municipal bonds, which include obligations of U.S. states, municipalities, and political subdivisions, primarily
include bonds or notes issued by U.S. municipalities. The Company generally values these securities using third party quotations

- such as market price quotations from third party pricing services. The Company generally classifies the fair value of these bonds . |
within level 2 of the valuation hierarchy. The valuations are based on a market approach. In instances where the Company is unable
to obtain reliable market price quotations from third party pricing services, the Company will use its own internal valuation models.
In these cases, the Company will classify such securities within level 3 of the valuation hierarchy until it is able to obtain third party
pricing.

Equity Securities: The fair value of equity securities that represent unrestricted investments in publicly traded companies
(common or preferred shares, options, warrants, and other equity investments) are determined using the closing price of the
security. as of the reporting date. These are securities which are traded on a recognized liquid exchange and classified within
level 1 of the valuation hierarchy. :

The fair value of equity securities that represent restricted investments in publicly traded companies and generally valued using a
model. The valuation will be considered Level 2 if the inputs to the model are observable. Otherwise, it will be considered a
Level 3 valuation.

The Company has investments in investment funds having the attributes of investment companies as described in FASB ASC
946-15-2. The Company estimates the fair value of these entities using the reported net asset value per share as of the reporting
date in accordance with the “practical expedient” provisions related to investments in certain entities that calculate net asset.
value per share (or its equivalent) included in FASB ASC 820 for all entities. The Company does not classify these investments
within the fair value hierarchy. - '

Derivatives

TBAs and Other Forward Agency MBS Contracts

The Company generally values these securities using third party quotations such as unadjusted broker-dealer quoted prices or
market price quotations from third party pricing services. TBAs and other forward agency MBS contracts are generally classified
within level 2 of the fair value hierarchy. If there is limited transaction activity or less transparency to observe market based
inputs to valuation models, TBAs and other forward agency MBS contracts are classified in level 3 of the fair value hierarchy.
Unrealized gains on TBAs and other forward agency MBS contracts are included in investments-trading on the Company’s
statement of financial condition and unrealized losses on TBAs and other forward agency MBS contracts are included in trading:
securities sold, not yet purchased on the Company’s statement of financial condition. See note 7.
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Other Extended Settlement Trades

When the Company buys or sells a financial instrument that will not settle in the regular time frame, the Company will account
for that purchase and sale on the settlement date rather than the trade date. In those cases, the Company accounts for the
transaction between trade date and settlement date as a derivative (as either a purchase commitment or sale commltment) The .
Company will record an unrealized gain or unrealized loss on the derivative for the difference between the fair value of the
underlying financial instrument as of the reporting date and the agreed upon transaction price. The Company will determme the
fair value of the financial instrument using the methodologies described above. '

Transfers between Hierarchy Levels

The circumstances that would result in transferring certain financial instruments between level 1 and level 2 of the valuation
hierarchy would typically be limited to situations where (i) a particular instrument either became traded on an active exchange or
ceased to become traded on an active exchange; or, (ii) if management determined that an adjustment was required (or ceased to
be required) to the active exchange quote. There were no transfers between levels 1 and 2 of the fair value hierarchy during the
year. .

The circumstances that would result in transferring certain financial instruments between level 2 and level 3 of the valuation
hierarchy would typically include what the Company believes to be a significant change in the availability, utility, and reliability
of observable market information such as new issue activity in the primary market, trading activity in the secondary market,
credit spreads versus historical levels, bid-ask spreads, and price consensus among market participants and sources. Transfers
between level 2 and 3, if any, are detailed below.

Level 3 Financial Assets and Liabilities
Financial Instruments Measured at Fair Value on a Recurring Basis ,
The followmg table presents additional information about assets and liabilities measured at fair value on a recumng basis and for

which the Company has utilized level 3 inputs to determine fair value.

Level 3 Rollforward
(Doliars in Thousands)

2018

Balance at January 1, 2018 $ ' 6,551
Purchases _ 9,851
Sales ' s ‘ : ' : . S (13,561)
Return of investment _ , - (1,458)
Unrealized gains / (losses) : : (491)
Realized gains / (losses) 473
Accretion of income ‘ _ 1,365
Transfers in / (out) of level 3 '

-Balance at December 31, 2018 - $ ' 2,730

Realized loss includes losses realized on sale and impairment charges. During 2018, the Company recognized unrealized loss of
$683 included in earnings for level 3 assets held at the end of the reporting period.
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The following table summarizes the key model inputs used in determining the level 3 fair value:

QUANTITATIVE INFORMATION ABOUT LEVEL 3 FAIR VALUE MEASUREMENTS

(Dollars in Thousands)
_ Significant Range of
Fair Value Valuation Unobservable Weighted Significant
_ December 31,2018 Technique Inputs Average Inputs
Assets o : - R
Other investments, at fair
value
Discounted
Cash Flow : 18.1%- -
CLOs $ 2,730 Model Yield : 20.0% 21.6%
’ Duration . ‘
(years) 6.9 63-75

Default rate 2.0% 2.0% - 2.0%

The Company uses a discounted cash flow model to determine the fair value of its investments in CLOs. Changes in the yield,
duration, and default rate assumptions would impact the fair value determined. The longer the duration, the lower the fair value
of the investment. The higher the yield, the lower the fair value of the investment. The higher the default rate, the lower the fair
value of the investment. )

Investments in Certain Entities that Calculate Net Asset Value Per Share (or its Equivalent)

The following table presents additional information about investments in certain entities that calculate net asset value per share .
(regardless of whether the “practical expedient” provisions of FASB ASC 820 have been applied), which are measured at fair
value on a recurring basis at December 31, 2018.

FAIR VALUE MEASUREMENTS OF INVESTMENTS IN CERTAIN ENTITIES
THAT CALCULATE NET ASSET VALUE PER SHARE (OR ITS EQUIVALENT)

December 31, Unfunded Redemption - - Redemption
' 2018 Commitments - Frequency Notice Period
Other investments, at fair value
EuroDekania (a) $ 1,495 N/A N/A N/A
' . Quarterly after B
SPAC Fund (b) - 592 N/A 1 year lock up 90 days
Y ~

(a) - EuroDekania owns investments in hybrid capital securities that have attributes of debt and equity, primarily in the form of
subordinated debt issued by insurance companies, banks, and bank holding companies based primarily in Western Europe;
widely syndicated leveraged loans issued by European corporations; CMBS, including subordinated interests in first -

' mortgage real estate loans; and RMBS and ABS backed by consumer and commercial receivables. The majority of the
assets are denominated in Euros.
(b) The SPAC Fund invests in the equity interests of SPACs.

23



J.V.B. Financial Group, LLC
(a wholly owned subsidiary of JVB Financial Group Holdings, LP)
Notes to the financial statements
December 31, 2018
(Dollars in Thousands)

7. DERIVATIVE FINANCIAL INSTRUMENTS

TBAs and Other Forward Agency MBS Contracts
The Company enters into TBAs and other forward agency MBS transactions for three main reasons.

(i) The Company trades U.S. government agency obligations. In connection with these activities, the Company may be
' required to maintain inventory in order to facilitate customer transactions. In order to mitigate exposure to market
risk, the Company may enter into the.purchase and sale of TBAs and other forward agency MBS contracts.

(ii) The Company also enters into TBAs and other forward agency MBS contracts in order to assist clients (generally
small to mid-size mortgage loan originators) in hedging the interest rate risk associated with the mortgages owned by
these clients. -

(iii) Finally, the Company may enter into TBAs and other forward agency MBS contracts on a speculative basis.

The Company carries the TBAs and other forward agency MBS contracts at fair value and includes them as a
component of investments—trading or trading securities sold, not yet purchased in the Company’s statement of financial
condition..

, At December 31, 2018, the Company had open TBAs and other forward agency MBS contracts sale agreements in the
notional amount of $965,258 and open purchase agreements in the notional amount of $965,258. Unrealized gain on TBAs and
other forward agency MBS contracts of $8,142 is included as a component of investments — trading and unrealized loss on TBAs
and other forward agency MBS contracts of $6,116 is included as a component of securities sold, not yet purchased in the
statement of financial condition as of December 31, 2018. The Company recognized $6,053 of income on TBA and other .
forward agency MBS contracts which is included as a component of net trading in the statement of operations for the year ended
December 31, 2018. '

Othef Extended Settlement Trades

". When the Company buys or sells a financial instrument that will not settle in the regular time frame, the Company will
account for that purchase and sale on the settlement date rather than the trade date. In those cases, the Company accounts for the
transaction between trade date and settlement date as a derivative as either a forward purchase commitment or a forward sale
commitment. The Company will record an unrealized gain or unrealized loss on the derivative for the difference between the
fair value of the underlying financial instrument as of the reporting date and the agreed upon transaction price. At December 31,
2018, the Company had $15,925 of open forward purchase commitments and $0 of open forward sale commitments. An
unrealized gain of $70 was included in other investments, at fair value as of December 31, 2018 and an unrealized loss of $3 was
included as a component of securities sold, not yet purchased in the statement of financial condition as of December 31, 2018.
The Company recognized $60 of income on other extended settlement trades which is included as a component of net trading in
the statement of operations for the year ended December 31, 2018. :

'8. - COLLATERALIZED SECURITIES TRANSACTIONS
Matched Book Repo Business

The Company enters into repurchase and reverse repurchase agreements as part of its matched book repo business. In
general, the Company will lend money to a counterparty after obtaining collateral securities from that counterparty via a reverse - .
repurchase agreement. The Company will borrow money from another counterparty using those same collateral securities viaa

repurchase agreement. The Company seeks to earn net interest income on these transactions. Currently, the Company
categorizes its matched book repo business into two major groups: gestational repo and GCF repo:

Gestational Repo
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For several years, the Company had a matched book gestational repo program. Gestational repo involves entering into
repurchase and reverse repurchase agreements where the underlying collateral security represents a pool of newly issued
mortgage loans. The borrowers (the reverse repurchase agreement counterparties) are generally mortgage originators. The -
lenders (the repurchase agreement counterparties) are a diverse group of counterparties made of banks, insurance
companies, and other financial institutions. The Company is considered self-clearing for this business; however the
Company is still eligible for the exemption under Rule 15¢3-3(k)(2)(ii).

"GCF Repo

On October 18, 2017, the Company was notified that it had been approved as a full netting member of the Fixed Income
Clearing Corporation’s (“FICC”) Government Securities Division. As a member of the FICC, the Company has access to -
the FICC’s GCF repo service that provides netting and settlement services for repurchase transactions where the underlying
security is general collateral (primarily U.S. Treasuries and U.S. Agency securities). The Company began entering into
matched book GCF repo transactions in November 2017. The borrowers (the reverse repurchase agreement counterparties)
are a diverse group of financial institutions including hedge funds, registered investment funds, REITs, and other similar
counterparties. The lender (the repurchase agreement counterparty) is primarily the FICC itself. The Company uses Bank
of New York (“BONY?) as its settlement agent for its GCF repo matched book transactions. The Company is considered
self-clearing for this business; however the Company is still eligible for the exemption under Rule 15¢3-3(k)(2)(ii).

Intraddy Lending Facility

. In conjunction with the GCF repo business, the Company and BONY entered into an intraday lending facility. The -
lending facility allows for BONY to advance funds to JVB in order to facilitate the settlement of GCF repo transactions. The
total committed amount is $100,000. The termination date is October 19, 2019. 1t is expected this will be renewed for
successive 364 day periods so long as the Company continues its GCF matched repo business.

The facility is designed so that advances should be repaid before the end of each business day. However, if an advance
is not repaid by the end of any business day, the advance is converted to an overnight loan. Intraday loans accrue interest at an
annual rate of 0.12%. Interest is charged based on the number of minutes in a day the advance is outstanding. Overnight loans
are charged interest at the base rate plus 3% on a daily basis. The base rate is the higher of feds fund plus 0.50% or the prime
rate in effect at that time. During the year ended December 31, 2018, the Company made no advances under the intraday

lending facility.

Other Réph Transactions

In addition to the Company’s matched book repo business, the Company may also enter into reverse repurchase
agreements to acquire securities to cover short positions or as an investment. Additionally, the Company may enter into
repurchase agreements to finance the Company’s securities positions held in inventory. These repurchase and reverse
repurchase agreements are generally cleared on a bilateral or triparty basis; no clearing broker is involved. These transactions

are not matched.

Repo Information

_ At December 31, 2018, the Company held reverse repurchase agreements of $5,171,053 and the fair value of securities received
as collateral under reverse repurchase agreements was $5,444,823. As of December 31, 2018, the reverse repurchase agreement balance

was comprised of receivables collateralized by 36 counterparties.

At December 31,2018, the Company had repurchase agreements of $5,210,587, and the fair value of securities pledged as
collateral under repurchase agreements was $5,233,017. These amounts include collateral for reverse repurchase agreements that
were re-pledged as collateral for repurchase agreements. '

Concentration
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In the matched book repo business, the demand for borrowed funds is generated by the reverse repurchase agreement
counterparty and the supply of funds is provided by the repurchase agreement counterparty.

On the demand side, the Company does not consider the GCF repo business to be concentrated. The Company’s reverse
repo counterparties are a diverse set of financial institutions. On the supply side, the Company obtains nearly all of its funds
from the FICC. Ifthe FICC were to reduce its repo lending activities or make significant adverse changes to the cost of such
_lending, the Company may not be able to replace the FICC funding, or if the Company does so, it may be at a higher cost of

‘funding. Therefore, the Company considers the GCF repo business to be concentrated from the funding side of the business.

The gestational repo business has been and continues to be concentrated as to reverse repurchase counterparties. The
Comipany conducts this business with a limited number of reverse repo counterparties. As of December 31, 2018, the
Company’s gestational reverse repurchase agreements shown in the table below represented balances from 6 counterparties. The
Company also has a limited number of repurchase agreement counterparties in the gestational repo business, However, that is
more of a function of the limited number of reverse repurchase agreement counterparties that the Company conducts this
business with rather than a reflection of the limited supply of funds. Therefore, the Company considers the gestational repo

business to be concentrated on the demand side.

The total net revenue earned by the Company on its matched book repo business (both gestational and GCF Repo) was
$4,624 for the year ended December 31, 2018. : '

Reverse Repurchase Agreements Accounted for as Secured Borrowings
(Dollars in Thousands)

December 31, 2018

Remaining Contractual Maturity of the Agreements

Overnight and Greater than _

R v . Continuous  Upto 30 days _ 30-90 days 90 days " Total
Collatera] Type: : . - ‘ s : . S
U.S. government agency MBS (GCF Repo) $ 10,864 $ 5477247 $ 598635 $§ 1,157,349 § 7,244,095
MBS (Gestational Repo) ‘ _ - 287,209 100,926 - 388,135

$ 10,864 $ 5,764,456 $ 699,561 § 1,157,349 $ 7,632,230
Reverse repurchase agreements with FICC netfed with repurchase agreements with FICC (2,461,177)
Amount recognized . $ 5171053 -
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The following table is a summary of the remaining contractual maturity of the gross obligations under repurchase agreements
accounted for as secured borrowings:

Repurchase Agreements Accounted for as Secured Borrowings
» (Dollars in Thousands)
December 31,2018

Remaining Contractual Maturity of the Agreements

Overnight and Greater than ,
Continuous Upto 30 days  30-90 days 90 days Total

Collateral Type: .
U.S. government agency MBS (GCF Repo) = $ 7,014,758 § 250,537 . § = -8 S = 8 7,265295
MBS (Gestational Repo) : . 287,400 100,918 - 388,318
SBA loans _— 18,151 ’ - - - 18,151

$ 7,03299 $ 537,937 $ 100918 § - $ 7,671,764
Reverse repurchase agreements with FICC netted with repurchase agreements with FICC (2,461,177)
Ambunt recognized $ 5,210,587
9. NET TRADING AND PRINCIPAL TRANSACTIONS AND OTHER INCOME.,

The following table shows the components of net trading included in revenue in the statement of operations for the year ended
December 31, 2018;

NET TRADING
(Dollars in Thousands)
- , _ 2018

Net realized gains / (losses)- trading inventory - : ‘ $ : £1°20,906
Net unrealized gains / (losses)-trading inventory 1,236
Gains and losses : ‘ - 22,142
Interest income-trading inventory 5,040
Interest income-receivables under resale agreements o ) ' _ 67,846

. Interest income ' : 72,886
Interest expense-securities sold under agreement to repurchase (63,707) o
Interest expense-margin payable » - (2,031)
Interest expense . , ' ' ' (65,738)

Net trading : R ' ; ‘ $ 29,290
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The following table shows the components of principal transactions and other income in the statement of operatibns for the year
ended December 31, 2018.

PRINCIPAL TRANSACTIONS AND OTHER INCOME

(Dollars in Thousands)

, 2018
Investment income ' o $ - , - 1,365
Unrealized gain ‘ 1,197
Realized gain =~ : 414
Total principal transactions _ 2,976
Other income / (loss) (192)

Total principal transactions and other income $ 2,784

Realized gain includes gains and losses realized on sale and impairment charges. See note 5 other investments, at fair value for
discussion of investments in CLOs.

10. OTHER ASSETS AND OTHER LIABILITIES

Other assets are comprised of the following:

Other Assets
(Dollars in Thousands)
: ‘ ‘December 31, 2018
Furniture, equipment, and leasehold improvements, net $ ' 37
Interest and other income receivable _ 5,299
Cash collateral posted with reverse repo counterparties . 5,376
Prepaid expenses and other miscellaneous assets 445

Other assets - : $ 11,157

Furniture and equipment are depreciated on a straight line basis over their estimated useful life of 3 to 5 years. Leasehold
improvements are amortized over the lesser of their useful life or lease term, which generally ranges from 5 to 10 years. Interest
and other income receivable is mostly comprised of income receivable on the Company’s investments-trading. . When we enter
into a reverse repo, we obtain collateral in excess of the principal of the reverse repo. We accept collateral in the form of liquid
securities or cash. To the extent we receive cash collateral; we include it as a component of other liabilities (see below). If the
value of the securities we receive as collateral increases, our reverse repo counterparties may request a return of some of their
collateral. In some cases, we will return to them cash instead of securities. In that case, we include the cash returned as a
component of other assets (see above). See note 8. . .
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Other liabilities consisted of the following at December 31, 2018:

Other Liabilities
(Dollars in Thousands)
December 31, 2018
Interest and other income payable $ 1,216
Accrued expenses and other miscellaneous liabilities 1,789
Cash collateral held from reverse repo counterparties 4,227
7,232

Other liabilities $

Interest and other income payable is mostly comprised of income payable on the Company’s trading securities sold, not yet
purchased. : ‘ : '

11. - INVESTMENTS IN AFFILIATES
The Company made two investments in affiliated entities during 2018:

Note receivable from Dekania Capital Management, LLC (“DCM")

The Company entered into a promissory note agreement with DCM on August 15, 2018. DCM is a wholly owned subsidiary of
the Operating LLC. The note is for $3,000 and earns interest at 8.5% per annum. Interest only is paid seti-annually. Principal -
is dué at maturity. The note matures on August 15, 2028 and can be prepaid by DCM at any time prior to maturity without
penalty. The Company recognized $97 of interest income related to this note during 2018 which is included as a component of
principal transactions and other in the statement of operations. This note is recorded as a component of investment in affiliates

at an amount equal to principal and accrued interest in the statement of financial condition.

Redeemable financial instrument from Via Nova, LLC (“VN")

The Company invested $2,750 in VN on November 19, 2018 in the form of a redeemable financial instrument (“RFI”). VN’s
main business activity is to acquire and sell residential transition loans (“RTL”s). In exchange for the investment, VN agrees to
pay JVB a variable return based on a share of the net profits or losses (as defined in the agreement) generated by VN
(“Investment Return™). If the Investment Return is positive, VN will pay out such return on a quarterly basis. 1f the Investment
Return is negative, it will reduce the redemption value of the RFI. During 2018, VN was in a startup phase and the Investment
Return was negative. The Company recorded a loss of $125 which is recorded a component of principal transactions and other
in the statement of operations. JVB may redeem its investment in full at any time with 90 days’ notice. This RFI is carried at its
redemption value as a component of investment in affiliates in the statement of financial condition.

12. LINE OF CREDIT

On April 25, 2018, JVB entered into a line of credit arrangement with MB Financial Bank, N.A. (“MB Financial”) for a
revolving line of credit (the “2018 MB LOC”). The 2018 MB LOC has a total available borrowing of $25,000. Draws under the
MB LOC must be made in increments of $250 and bear variable interest at LIBOR plus 6.0%. Furthermore, the Company must
pay a fee equal to 0.50% per annum of the undrawn balance. The 2018 MB LOC matures on April 10, 2020 and any drawn
amounts become due and payable at that time. The Company has not drawn on the 2018 MB LOC to date. During 2018, the

" Company recognized expense of $270 related to this line of credit (both from unused fees and amortization of deferred financing
costs). This expense is included as a component of professional fees and other operating in the statement of operations.

The Corhpany and MB Financial entered into an amendment related to the MB LOC subsequent to year end. See note 20.
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13. RETIREMENT PLAN

The Operating LLC maintains a 401(k) savings plan covering substantially all of its employees, including those working on.the
operations of the Company. During 2018, the Operating LLC matched 50% of employee contributions for all participants not to
exceed 3% of their salary. Contributions made to the plan on behalf of the Company’s employees were $166 for the year ended

December 31, 2018.
14. INCOME TAXES
"The Company is treated as a pass-through entity for federal and state tax purposes and incurs no entity level taxes.

No federal or state taxes have been provided on profits of the Company since the member is individually liable for the taxes on
its share of the Company’s income or loss. In accordance with U.S. GAAP, the Company has defined the threshold. for
recognizing the benefits of tax return positions in the financial statements as “more likely than not” to be sustained by the
applicable taxing authority and requires measurement of a tax position meeting the “more likely than not” threshold, based on
the largest benefit that is more than 50 percent likely to be realized. Tax positions not deemed to meet the “more likely than not”

threshold are recorded as a tax benefit or expense in the current year. As of and during the year ended December 31, 2018, the
Company did not have a liability for any unrecognized tax amounts. However, management’s conclusions concerning its
determination of “more likely than not” tax positions may be subject to review and adjustment at a later date based on factors
including, but not limited to, further implementation guidance and ongoing analyses of and changes to tax laws, regulations and
interpretations thereof. If applicable, the Company recognizes interest accrued to unrecognized tax benefits in interest expense
and penalties in other expenses on the statement of operations. During the year, the Company did not incur any interest or

penalties.
15. NET CAPITAL REQUIREMENT

The Company is subject to the net capital provision of Rule 15¢3-1 under the Securities and Exchange Act of 1934, which
. requires the maintenance of minimum net capital, as defined. As applied to the Company, the rule requires net capital of $250 as
of December 31, 2018. As of December 31, 2018, the Company’s net capital was $53,749 which exceeds the minimum

requirements by $53,499.
16. RESERVE REQUIREMENTS

As of December 31, 2018, the Company was not subject to the reserve requirements under Rule 15¢3-3 of the Securities and
Exchange Act of 1934 because it qualifies for an exemption under Rule 15¢3-3(k)(2)(ii) as all customer transactions are cleared
through Pershing on a fully disclosed basis. The Company does not carry securities accounts for its customers or perform
custodial functions relating to customer securities and therefore has not included the schedules entitled “Computation for
Determination of Reserve Requirements Under Rule 15¢3-3” and “Information for Possession or Control Requirements Under

Rule 15¢3-3” in the supplemental information of this report.

The Company self clears its Gestational and GCF repo business. In both of these, the Company is a principal to every repo
transaction. The repo counterparties are not considered customers under relevant regulatory rules. . ’

17, COMMITMENTS AND CONTINGENCIES
The Company has an agreement with Pershing whereby Pershing acts as a clearing broker for the Company. Under the

agreement, the Company is required to maintain a deposit of $250 under the contract which is included as a component of
receivables from brokers, dealers, and clearing agencies in the statement of financial condition.
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Indemnifications

The Company, with its clearing agent Pershing has a reciprocal indemnification agreement which holds the Company harmless
against any losses, claims, liabilities or expenses, including without limitation those asserted by its customers, if any employee
. or agent of Pershing has acted improperly.

Contingencies

" From time to time, the Company, may be named as a defendant in various legal actions, arbitration claims, and other litigation
arising in connection with the conduct of its business activities.

In accordance with FASB ASC 450-20 Loss Contingencies, the Company will accrue a liability when it is probable that a
liability has been incurred and the amount of the loss can be reasonably estimated. In many lawsuits and arbitrations, it is not
possible to determine whether a liability has been incurred or to estimate the ultimate or minimum amount of that liability until
the case is close to resolution, in which case no accrual is made until that time. In view of the inherent difficulty of predicting the
outcome of such matters, particularly in cases in which claimants seek substantial or indeterminate damages, the Company ‘
cannot predict what the eventual loss or range of loss related to such matters will be. Subject to the foregoing, the Company
continues to assess these cases and believes, based on information available to it, that the resolution of any open matters as of the
date of this report will not have a material adverse effect on the financial condition of the Company.

Leases

The company incurred net rent expense of $883 for the year ended December 31, 2018. The following table shows the future
minimum lease commitments of the Company under operating leases. The table below does not include rent expense allocated
from the Parent. Of the $883 in rent expense recognized in 2018, $102 was allocated from the Parent:

FUTURE LEASE COMMITMENTS
(Dollars in thousands)

Lease Less: Sublease Net Commitment

2019 - : $ 324 $ (114) $ 210 .
2020 269 (117) 152
2021 58 - (30) - 28
2022 - - - -
2023 . - X : - - e
2024 and Thereafter - - ' -

' ' $ 651 $ (261) $ 390

18.  RELATED PARTY TRANSACTIONS

In addition to the investments in affiliates (see note 11), the Company has identified the following related party transactions for
the year ended December 31, 2018. The transactions are listed by related party.

The Parent
The Company has entered into three ongoing arrangements with its Parent:

The Company has entered into a paymaster agreement with its Parent. The paymaster agreement calls for the Parent to handle
all payment processing for the Company. The expense is recorded on the Company’s books and records and a corresponding

payable to the Parent is recorded.
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The Company has entered into an expense sharing agreement with its Parent under which the Company receives certain
personnel, infrastructure and administrative support, including office space, technology, systems, equipment and other services.
When the Parent bills the Company for shared services, the expense is recorded on the Company’s books and the Company
records a corresponding payable to the Parent. The Company reimburses the Parent for such services. For the year ended
December 31, 2018, the Company reimbursed the parent $2,862 under this agreement.

The Company reimburses the Parent for the paymaster and expense sharing agreement throughout the month each month of the

- year based on estimated amounts. At the end of each month when final amounts are determined, any remaining amount due or
any overpayment made is applied against the next month’s amounts. At December 31, 2018, the Company had $240 receivable
from the Parent related to expense sharing and paymaster agreements, which is included in due from Parent in the accompanying
statement of financial condition.

The Company also has a line of credit agreement with the Parent under which the Company may draw funds for working capital
purposes. The line of credit bears interest at an annual rate of 12%. The Company did not utilize this line of credit during 2018.

In addition, the Compény entered into the following non-recurring transactions with its Parent:
. EuroDekania

At the beginning of the year, the Parent had an equity method investment in EuroDekania for which it had elected to account for
at fair value utilizing the fair value option, During 2018, the Company purchased $1,759 of its equity investment in .
EuroDekania; $1,204 was from the Parent in April 2018 and $555 was from an unrelated third party in September 2018. The
Company also elected the fair value option in accounting for this equity method investment. Notwithstanding the fair value
option, the Company considers EuroDekania to be a related party as it is an equity method investment. The equity investment in
EuroDekania is included as a component of other investments, at fair value in the statement of financial condition. The -
Company recorded $655 in principal transactions and other income during 2018 related to its investment in EuroDekania. See .
Note 5. ’

The Bancorp

The Bancorp, Inc. (“TBBK”) is identified as a related party because TBBK’s Chairman is the Chairman of the COHN’s Board of
Directors and of the board of managers of the Operating LLC. :

From time to time, the Company will enter into repurchase agreements with TBBK as its counterparty. As of December 31,
12018, the Company had no open repurchase agreements with TBBK as its counterparty.

During the year the Company incurred interest expense related to repurchase agreements with TBBK. as its counterparty in the
amount of $1,708 for the year ended December 31, 2018, which was included as a component of net trading revenue in the
Company’s statement of operations. During 2018, the Company also entered into certain securities trades with TBBK. The total
revenue recognized on these trades was $43 for the year ended December 31, 2018 and is including as a component of net
trading in the statement of operations.

Other

The Company leases office space from Zucker and Moore, LLC. Zucker and Moore, LLC is partially owned by the vice
chairman of the board of the Parent. The Company recorded $96 of rent expense related to this agreement for the period ending
December 31, 2018.
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19. CONCENTRATION OF CREDIT RISK

As of December 31, 2018, the Company held substantially all of its cash and cash equivalents with MB Financial Bank and s
BONY. From time to time, the balances may exceed federally insured limits. If either of these institutions fail under their
obligation as custodian of these funds, the Company could lose all or a portion of its unrestricted cash balances.

The Company is engaged in various trading and brokerage activities in which counterparties primarily include broker dealers,
banks, mortgage originators, and other financial institutions. In the event counterparties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of each counterparty. With respect to the
Company’s investments in securities, until these securities are sold or mature, the Company is exposed to credit risk relating to.
whether the issuer will meet its obligations when they come due.

Any default, bankruptcy, or reorganization of the Company’s clearing brokers could have a substantial negative impact on the .
Company as the Company clears all trades through these entities. These entities hold the Company’s securities account as well
as accounts on behalf of all the Company’s customers.

'20. SUBSEQUENT EVENTS

On January 29, 2019, the 2018 MB LOC was restructured. The total commitment of the 2018 MB LOC was reduced from
$25,000 to $7,500 and the maturity date was extended from April 10, 2020 to April 10, 2021. The other terms and conditions
remained the same.

As part of the restructuring, the Company entered into a new subordinated revolving note agreement (“2019 MB Revolver”).
Under the 2019 MB Revolver, the Company can borrow up to $17,500 on a revolving basis. Borrowings under the 2019 MB
Revolver must be in minimum amounts of $1,000 or any higher multiple of $500. The 2019 MB Revolver bears interest at
LIBOR plus 6% and the Company pays an undrawn fee of 0.50% per annum on any undrawn amounts, In addition, the
Company will pay a commitment fee of 0.75% (or $131) on April 10, 2020. The 2019 MB Revolver matures on April 10, 2021.

'On January 30, 2019, the Company received approval from FINRA to treat draws under the 2019 MB Revolver as qualified -

subordinated debt. As such, draws are treated as an increase in net capital for purposes of FINRA Rule 15(c) 3-1. We have not
borrowed on either the 2018 MB LOC or the 2019 MB Revolver. : '
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'Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission

Schedule 1

Net capital calculation
(Dollars in Thousands)

[Total member's equity
Deductions and / or charges:
" Non allowable assets
Other deductions and / or charges
Total deductions and / or charges
Net capital before haircuts on securities posmons
Haircuts on securities positions
Net capital
Computation of alternative net capital requirement:
~ 2% of aggregate debit items (or $250,000, if greater) as shown in formula _
for reserve requirements pursuant to Rule 15¢3-3 prepared as of date of
net capital computation.
Additional requirement
Net capital requirement
Net capital in excess of minimum requirement

Statement pursuant to paragraph (d)(4) of Rule 17a-5:

There are no material differences between the above computation of Net Capital
" under Rule 15¢3-1 and the computation included in the unaudited FOCUS Report
Part II of Form X-17A-5 as of December 31, 2018 and filed by the Company on

$ 98,763

$

December 31,
2018

(14,071
(5,178)

- (19,249
79,514

: (25,765
53,749

250

250
53,499

January 25, 2019.
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J.V.B. Financial Group, LLC
(a wholly owned subsidiary of J.V.B. Financial Group Holdings, LP)-
SUPPLEMENTAL INFORMATION
December 31, 2018
(Dollars in thousands)

Computation for Determination of Reserve Requirements under 15¢3-3 of the Securities and Exchange Commission
Schedule 2

The Company claims an exemption from SEC Rule 15¢3-3 as of December 31, 2018 based upon Section (k)(2)(ii).
The Company clears all customer transactions through Pershing LLC on a fully disclosed basis.
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J.V.B. Financial Group, LLC
(a wholly owned subsidiary of J.V.B. Financial Group Holdings, LP)
SUPPLEMENTAL INFORMATION
December 31, 2018
(Dollars in thousands)

Exemption Report for Fiscal Year Ended 2018
of
J.V.B. Financial Group, LLC

J.V.B. Financial Group, LLC (the “Company”) is a registered broker-dealer subject to Rule 17a-5 promulgated
by the Securities and Exchange Commission (17 CF.R. § 240.17a-5, “Reports to Be Made by Certain Brokers and Dealers”).
This Exemption Report was prepared as required by 17 CFR. § 240.17a-5(d)(1) and (4), respectively. To the best of its
knowledge and belief, for the fiscal year-ended 2018, the Company states the following:

_ 1. The Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 pursuant to paragraph ®)()(ii)
(the “Identified Exemption™) which provides, in relevant part:

(k) Exemptions

(2) The provisions of this rule shall not be applicable to a broker or dealer:
ok ok ok

(ii) Who, as an introducing broker or dealer, clears all transactions with and
for customers on a fully disclosed basis with a clearing broker or dealer, and
who promptly transmits all customer funds and securities to the clearing broker
or dealer which carries all of the accounts of such customers and maintains and
preserves such books and records pertaining thereto pursuant to the requirements
of §§ 240.17a-3 and 240.17a-4, as are customarily made and kept by a clearing
broker or dealer.

2. The Company has met the Identified Exemption provision in 17 C.F.R. § 240.15¢3-3 (k) throughout the
most recent fiscal year without exception.

I, Douglas Listman, as the Chief Financial Officer of the Company, swear that to my best knowledge and belief, this
Exemption Report is true and correct. . ‘

Dated: February 27,2019
1.V .B. Financial Group, LLC

By: _/s/ DOUGLAS LISTMAN
Douglas Listman
Chief Financial Officer
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° GrantThornton

GRANT THORNTON LLP
Two Commerce Square
2001 Market St. Suite 700
Philadelphia, PA 19103

D +1215561 4200
F +1215561 1066

GT.COM

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Managers
J.V.B. Financial Group, LLC

We have reviewed management's statements, included in the accompanying
Exemption Report, in which (1) J.V.B. Financial Group, LLC (a Delaware Limited
Liability Company) (the “Company”) identified the following provisions of 17 C.F.R.
§ 15¢3-3(k) under which the Company claimed an exemption from 17 C.F.R.
§ 240.15¢3-3: (2)(ii) (the “exemption provision”) and (2) the Company stated that the
Company met the identified exemption provisions throughout the most recent fiscal
year without exception. The Company’s management is responsible for compliance
with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and, accordingly, included inquiries and
other required procedures to obtain evidence about the Company’s compliance with
the exemption provisions. A review is substantially less in scope than an examination,
the objective of which is the expression of an opinion on management’s statements.
Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be
made to management's statements referred to above for them to be fairly stated, in all
material respects, based on the provisions set forth in paragraph (k)(2)(ii) of Rule
15¢3-3 under the Securities Exchange Act of 1934.

MWLL?

Philadelphia, Pennsylvania
February 27, 2019

Grant Thomton LLP is the U.S. member firm of Grant Thomton Intemational Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.



° GrantThornton

GRANT THORNTON LLP
Two Commerce Square
2001 Market St. Suite 700
Philadelphia, PA 19103

D +12155614200
F +1215561 1066

GT.COM

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Managers
J.V.B. Financial Group, LLC

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities
Exchange Act of 1934 and in the Securities Investor Protection Corporation (“SIPC”)
Series 600 Rules, which are enumerated below, and were agreed to by J.V.B. Financial
Group, LLC (the “Company”) and the SIPC, solely to assist you and the SIPC in
evaluating the Company’s compliance with the applicable instructions of the General
Assessment Reconciliation ("Form SIPC-7") for the year ended December 31, 2018.
Management of the Company is responsible for its Form SIPC-7 and for its compliance
with those requirements.

This agreed-upon procedures engagement was conducted in accordance with the
standards of the Public Company Accounting Oversight Board (United States) and in
accordance with attestation standards established by the American Institute of Certified
Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective check
copies, noting no differences.

2. Compared the Total Revenue amounts reported on the Annual Audited Report
Form X-17A-5 Part lll for the year ended December 31, 2018 with the Total
Revenue amounts reported in Form SIPC-7 for the year ended December 31,
2018, noting no differences.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules
and working papers detailing total revenues from trading in debt securities, realized
and unrealized gain or loss on investments, and data processing costs, noting no
differences. .

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SiPC-
7 and in the related schedules and working papers detailing total revenues from
trading in debt securities, realized and unrealized gain or loss on investments, and
data processing costs supporting the adjustments, noting no differences.

We were not engaged to, and did not conduct an examination or a review, the objective
of which would be the expression of an opinion or conclusion, respectively, on the
Company’s compliance with the applicable instructions of the Form SIPC-7 for the year
ended December 31, 2018. Accordingly, we do not express such an opinion or
conclusion. Had we performed additional procedures, other matters might have come
to our attention that would have been reported to you.

Grant Thomton LLP is the U.S. member firm of Grant Thomton Intemational Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.



o GrantThornton

This report is intended solely for the information and use of the Company and the SIPC

and is not intended to be and should not be used by anyone other than these specified
parties.

Dot Thowdon LLP

Philadelphia, Pennsylvania
February 27, 2019



SECURITIES INVESTOR PROTECTION CORPORATION
P.0. Box 92185 Washington, D.C. 20090-2185

202-371-8300 1 lpc_7

General Assessment Reconciliation  {(se-Rev 1218)
For the fiscal year anded - 12/31/18 " .

(Read carefully the inslructions in your Working Copy "before complelmg this Form)
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

SIPC-7 |

(36-REV 12/18)

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for - -
purposes of the audit requirement of SEC Rule 17a-5: g
' Note: If any of the information shown on the (]
”68186 mailing label requires correction, please e-mail s
J.V.B. FINANCIAL GROUP, LLC any corrections to form@sipc.org and so =
ATTN: DOUG LISTMAN - indicate on the form filed. —
) "4
3 COLUMBUS CIRCLE Name and telephone number of person to [ =
24TH FLOOR contact respecting this form. o
[NEW YORK, NY 10019 | Doug Listman (215)701-9675 =
2. A. General Assessment (item 2e from page 2) $40-491
B. Less payment made with SIPC-6 filed (exclude interest) (17,213 )
8/17/18
‘ Date Paid
C. Less prior overpayment applied { ~ o )
D. Assessment balance due or (overpayment) , 23,278 :
E. Interest computed on late payment (see instruction E) for______ days at 20% per annum
. F. Total assessment balance and interest due {or overpayment carried forward) $ 23’278
G. PAYMENT: V thebox
Check malled to P.0. Box[] Funds Wired[ ] acH[_] 123,278
Total (must be same as F above)
H. Overpayment carried forward $( : )

3. Subsidiaries (S) and predecessors (P) included in this form {give name and 1934 Act registration numbér); :

The SIPC member submining this form and the

person by whom it is executed represent therehy J V. B FINANCIAL GROUP, LLC
that all information contained herein is true, correct .

(Namg ol Corporatian, Partngrship or olher organizalion) §
and complete. ; » ”""Z——--—v :

{Authorized Signalure)”

CHIEF F!NANCIAL OFFICER

Dated the day of , 20
{Title)

This form and the assessment payment Is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not [ess than 6 years, the latest 2 years In an easily accessible place.

&5 Dates:: : ,
= Postmarked Received Reviewed
(¥ F] . ’

. E Calculations — . Documentation Forward Copy’
= ) ) :
c> Exceptions:

& .

)

Dis}vposit'ion of exceptionss:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period
beginning 01/01/2018

and ending 42/31/2018 .

Item No. Eliminate cents

23. Total revenue (FOCUS Line 12/Part I1A Line 9, Code 4030) $34,173,924

2b. Additions:
(1) Total revenues from the securities business of subsidiaries {except foreign subsidiaries) and
predecessors not included above.

(2) Net foss from principal transactions in securities in trading accounts.

(3) Net loss from principal transactions in commaodities in trading accounts.

{4) Interest and dividend expense deducted in determining ilem 2a.

_ (5) Net loss from managemént of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or parlicipation in underwriting or distribution of securities.

(7) Net loss from securities in investment accounts.

Total additions

2c. Deductions: :

(1) Revenues from the distribution of shares of a registered open end investment company or unit
investment trast, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered lo registered investment companies of insurance company separate
accounts, and Irom transactions in securily futures products.

(2) Revenues from commodity lransactions.

(3) Commissions, ftoor brokerage and clearance paid to other SIPC members in connection with
securities transactions. ‘4,402,071

(4) Reimbursements for postage in connection with proxy solicitation.

{5) Net gain from secufities in investment accounts. 2’777'952 .
{8) 100% of commissions and‘markups garned from transactions in (i) certificates of deposit and
(i) Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.
(7) Direct expenses of printing advertising and legal fees incurred in connaction with other revenue
related to the securities business (revenue defined by Section 16(9)(L) of the Act).
(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruction C):
(Deductions in excess of $100,000 require documentation)
(9) (i) Total interest and dividend expense (FOGUS Line 22/PART IIA Line 13,
Codo 4075 plus line 2b(4) above) but not in excess
of total interest and dividend income.
{ii) 40% of margin interest earned on customers securities
accounts (40% of FOCUS line 5, Code:3360). $.
Enter the greater of line (i) or (ii) . »
Total deductions 7’180’023 '
26,993,901
2d. SIPC Net Operating Revenues T et 0
40,491
20. General Assessment @ .0015 $ 0

“(to page 1, line 2.A.)



